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CHAPTER 12
 DISMISSAL. The debtor was a family general partnership which 
operated a Christmas tree farm and trucking business. In a prior 
Chapter 12 bankruptcy case, the debtor had filed three amended 
plans which were not confirmed and a creditor and trustee filed 
a motion to dismiss because the debtor was unable to propose 
a confirmable plan. The Bankruptcy Court denied confirmation 
of the third amended plan and dismissed the case for lack of any 
reasonable likelihood of a reorganization. On appeal, the appellate 
court held that denial of confirmation of the third amended plan 
was proper in that the debtor failed to adequately prove the value 
of the debtor’s assets, primarily the trees, and the debtor’s financial 
projections and current condition statements contained several 
errors and discrepancies. The appellate court affirmed the dismissal 
of the case because the debtor had not produced a confirmable 
plan within a year after the petition and further proceedings would 
unreasonably prejudice the creditors. Keith’s Tree Farms v. Grayson 
National Bank, 535 B.R. 647 (W.D. Va. 2015), aff’g, 519 B.R. 628 
(Bankr. W.D. Va. 2014). The debtor filed a new Chapter 12 case one 
month after the appellate decision and pointed to the payment of 
almost half of the claims through sale of estate property in support 
of a new plan. However, the debtor had sold about half of the land 
used to raise the trees. The creditor again moved to deny the new 
plan and to dismiss the case because the debtor was unable to 
propose a confirmable plan. The first issue was the value of the real 
and personal property that was subject to the creditor’s liens.  After 
examining the debtor’s and creditor’s appraisals, the court valued 
the property between the two claims but higher than the value 
argued by the debtor. The debtor’s plan projected sufficient income 
to pay the claims based on the debtor’s valuation of the secured 
property but did not explain how this income would be earned with 
less land. The court noted that the debtor failed to provide sufficient 
financial records to support the income projections and that the 
failure to provide such records was a major factor in the dismissal 
of the prior case. The court held that the plan was not confirmable 
because of lack of evidence to support sufficient income to make 
the proposed plan payments. The court also dismissed the case 
because the debtor failed to show any change in circumstances from 
the prior case and had merely attempted to delay the foreclosure 
of the liens against the farm property. The ruling also barred the 
debtor from filing a bankruptcy case for 365 days. In re Keith’s 
Tree Farm, 2016 Bankr. LEXIS 851 (Bankr. W.D. Va. 2016). 
FEDERAL FARM
PROGRAMS
 DAIRY. The CCC has adopted as final regulations for the 
Margin Protection Program for Dairy (MPP-Dairy) and the Dairy 
BANKRuPTCY
FEDERAL TAX
 DISCHARGE. The debtor did not timely file the returns or pay 
the taxes for 1999 through 2004. The IRS created substitute returns 
and sent notices of deficiency to the debtor who did not appeal the 
notices. After the IRS assessed the tax deficiencies, the debtor filed 
returns for all six years and the IRS adjusted the assessments based 
on the information in the returns. The debtor sought to have the 
taxes declared dischargable. The IRS argued that the late filing of 
the returns did not comply with all applicable non-bankruptcy law 
and did not constitute returns under Section 523(a)(1)(B)(ii). The 
court adopted the four part test of Beard v. Comm’r, 82 T.C. 766, 777 
(1984), aff’d, 793 F.2d 139 (6th Cir. 1986) and In re Justice, 2016-1 
U.S. Tax Cas. (CCH) ¶ 50,239 (11th Cir. 2016) which held that a 
valid return must (1) purport to be a return; (2) be executed under 
penalty of perjury; (3) contain sufficient data to allow calculation 
of tax; and (4) represent an honest and reasonable attempt to satisfy 
the requirements of the tax law. The court acknowledged that three 
other Circuit Courts of Appeal have held that any untimely filed tax 
return did not constitute a return; however, the court looked at the 
fourth factor in Beard and Justice of whether the late filing of a return 
constituted evidence of the lack of an honest and reasonable attempt 
to satisfy the requirements of the tax law, the fourth test under Beard. 
The court held that the taxes were nondischargeable because the 
three to six year delay in filing the returns and the debtor’s waiting 
until after the IRS created a substitute return and assessed the taxes 
in the substitute returns indicated that the untimely returns were not 
honest and reasonable attempts to satisfy the requirements of the tax 
law. In re Johnson, 2016-1 u.S. Tax Cas. (CCH) ¶ 50,263 (S.D. 
Fla. 2016).
 PENALTIES. The debtor timely filed the 2011 tax return on 
April 15, 2012, less than three years before the debtor filed for 
bankruptcy. The debtor was assessed penalties by the IRS and the 
IRS sought to have the penalties declared nondischargeable. The 
court discussed the prior cases interpreting Section 523(a)(7) as 
to whether both Sections 523(a)(7)(A) and (B) must be met for 
nondischargeablity or whether only one of the sections must be 
met. Following several other cases in the Seventh Circuit and cases 
in other circuits, the court held that, because the underlying taxes 
owed were nondischargeable under Section 507(a)(8)(A)(i) and 
Section 523(a)(1)(A), the penalties assessed on those taxes were also 
nondischargeable under Section 523(a)(7)(B). The debtor timely 
filed returns for 2009 and 2010, more than three years before the 
bankruptcy petition. The court held that, because the returns for 2009 
and 2010 were filed more than three years before the bankruptcy 
petition, the penalties assessed on those taxes were  dischargeable 
under Section 523(a)(7)(B). In re Bush, 2016-1 u.S. Tax Cas. 
(CCH) ¶ 50,254 (Bankr. S.D. Ind. 2016).
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Product Donation Program (DPDP) as authorized in subtitle D 
of the Agricultural Act of 2014 (the 2014 Farm Bill). MPP-Dairy 
provides dairy producers with risk management coverage that will 
pay producers when the difference between the price of milk and 
the cost of feed (the margin) falls below a certain level. MPP-Dairy 
provides basic catastrophic level coverage for an administrative fee, 
and greater coverage for a premium in addition to the administrative 
fee. Amounts of coverage and premiums vary based on producer 
selections. The final rule specifies the eligibility requirements and 
payment formulas for MPP-Dairy. Under the related DPDP, which 
is a complimentary program designed to support producer margins 
by increasing the price of milk, the USDA will buy dairy products 
when the margin falls below a certain level, and will distribute those 
products to individuals in low-income groups through public and 
private non-profit organizations. The Farm Service Agency  will 
operate both programs using funds of the CCC. The USDA Food 
and Nutrition Service will assist in the distribution of the dairy 
products under DPDP. The final regulations have been amended to 
(1) allow dairy operations to update their production history once 
during the term of the contract (through December 31, 2018) to 
accommodate intergenerational transfers where a son, daughter, 
grandchild, or spouse of a child or grandchild joins the dairy 
operation; (2) clarify that dairy operations that purchase buy-up 
coverage on less than 90 percent of their production history will 
also receive catastrophic coverage on the balance, up to 90 percent 
of the production history; and (3) set a later final premium payment 
due date to allow greater flexibility for dairy operations in making 
payments. 81 Fed. Reg. 21699 (April 13, 2016).
 ORGANIC FOOD. The AMS has issued proposed regulations 
which amend the organic livestock and poultry production 
regulations by adding new provisions for livestock handling and 
transport for slaughter and avian living conditions, and expanding 
and clarifying existing requirements covering livestock health 
care practices and mammalian living conditions.  Specifically, the 
proposed regulations: (1) clarify how producers and handlers must 
treat livestock and poultry to ensure their health and wellbeing; (2) 
clarify when and how certain physical alterations may be performed 
on organic livestock and poultry in order to minimize stress;  (3) set 
maximum indoor and outdoor stocking density for avian species, 
which would vary depending on the type of production and stage 
of life; (4) define outdoor access to exclude the use of structures 
with solid roofing for outdoor access and require livestock and 
poultry to have contact with soil; (5) add new requirements 
for transporting livestock and poultry to sale or slaughter; and 
(6) clarify the application of FSIS requirements regarding the 
handling of livestock and poultry in connection with slaughter to 
certified organic livestock and poultry establishments and provide 
for the enforcement of USDA organic regulations based on FSIS 
inspection findings. 81 Fed. Reg. 21955 (April 13, 2016).
 POuLTRY. The FSIS has adopted as final regulations amending 
the definition and standard of identity for the “roaster” or “roasting 
chicken” poultry class to better reflect the characteristics of “roaster” 
chickens in the market today. “Roasters” or “roasting chickens” 
are described in terms of the age and ready-to-cook (RTC) carcass 
weight of the bird. Genetic changes and management techniques 
have continued to reduce the grow-out period and increased the 
RTC weight for this poultry class. The final regulations amend 
the “roaster” definition to remove the 8-week minimum age 
criterion and increase the RTC carcass weight from 5 pounds 
to 5.5 pounds. 81 Fed. Reg. 21706 (April 13, 2016).
 FEDERAL ESTATE
AND GIFT TAXATION
 MARITAL DEDuCTION. The decedent had created an 
inter vivos trust. The decedent’s will provided that all remaining 
property (other than tangible personal property) was devised 
to the successor trustee of the trust who is to hold, administer, 
and distribute the property in accordance with the provisions of 
the trust. The trust provided that upon the decedent’s death, the 
trustee is to divide the trust into two separate shares, “Marital 
Share” and “Trust B.” The marital share is to be a fraction 
of trust, with the numerator of the fraction as the maximum 
available marital deduction amount allowable to the estate 
reduced by the amount needed to increase the decedent’s taxable 
estate to the largest amount that, after allowing for the unified 
credit against the federal estate tax, will result in the smallest 
federal estate tax being imposed on the estate. The denominator 
of the fraction was to be equal to the value of the trust estate 
as finally determined for estate tax purposes. The surviving 
spouse and the decedent’s children negotiated an agreement 
under which the marital share was terminated, the surviving 
spouse received cash and securities equal to the marital share 
plus payment of any taxes resulting from the distribution, 
and the surviving spouse released any power of appointment 
over the trust assets. The estate had made a QTIP election for 
the marital share and subsequently made a request to the IRS 
that the election was null and void because the marital share 
qualified for the marital deduction after the spouse released the 
power of appointment. The IRS agreed and ruled that the QTIP 
election was void and the spouse would not be considered the 
transferor of the trust assets. However, the release of the power 
of appointment resulted in a gift by the spouse and the spouse 
would be treated as the transferor for purposes of GST. Ltr. Rul. 
201615004, Jan. 26, 2016.
 PORTABILITY. The decedent died, survived by a spouse, 
on a date after the effective date of the amendment of I.R.C. § 
2010(c), which provides for portability of a “deceased spousal 
unused exclusion” (DSUE) amount to a surviving spouse. To 
obtain the benefit of portability of the decedent’s DSUE amount 
to the spouse, the decedent’s estate was required to file Form 
706, United States Estate (and Generation-Skipping Transfer) 
Tax Return, on or before the date that is 9 months after the 
decedent’s date of death or the last day of the period covered by 
an extension. The decedent’s estate did not file a timely Form 
706 to make the portability election. The estate discovered its 
failure to elect portability after the due date for making the 
election. The estate represented that the value of the decedent’s 
gross estate was less than the basic exclusion amount in the year 
of the decedent’s death and that during the decedent’s lifetime, 
the decedent made no taxable gifts. The estate requested an 
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extension of time pursuant to Treas. Reg. § 301.9100-3 to elect 
portability of the decedent’s DSUE amount pursuant to I.R.C. § 
2010(c)(5)(A). The IRS granted the estate an extension of time 
to file Form 706 with the election. Ltr. Rul. 201613006, Dec. 
2, 2015.
FEDERAL INCOME 
TAXATION
 CORPORATIONS
  RIGHTS TO ACQUIRE STOCK. The IRS has issued 
proposed regulations regarding deemed distributions of stock 
and rights to acquire stock. The proposed regulations would 
resolve ambiguities concerning the amount and timing of 
deemed distributions that are or result from adjustments to 
rights to acquire stock. The proposed regulations also would 
provide additional guidance to withholding agents regarding their 
current withholding and information reporting obligations under 
chapters 3 and 4 with respect to these deemed distributions. The 
proposed regulations would affect corporations issuing rights to 
acquire stock, their shareholders and holders of these rights, and 
withholding agents with respect to these deemed distributions. 
81 Fed. Reg. 21795 (April 13, 2016).
 EMPLOYEE EXPENSES.  The taxpayer was employed 
as a lawyer in 2009 for a private company and in 2010 for the 
State of New York Unified Court System. In both years the 
taxpayer claimed deductions for various expenses relating to 
the employment which were disallowed by the IRS for lack of 
substantiation. The taxpayer presented only general testimony as 
to the nature of each expense and did not provide written records 
listing the nature of the each expense and its relationship to the 
taxpayer’s employment. The court upheld the disallowance of 
the deductions for lack of substantiation. Callender v. Comm’r, 
T.C. Memo. 2016-68.
 HEALTH INSuRANCE. The IRS has issued a revenue 
procedure which provides indexing adjustments for certain 
provisions under I.R.C. §§ 36B and 5000A. The procedure 
updates the Applicable Percentage Table in I.R.C. § 36B(b)(3)
(A)(i) to provide the Applicable Percentage Table for 2017. This 
table is used to calculate an individual’s premium tax credit. 
The revenue procedure also updates the required contribution 
percentage in I.R.C. § 36B(c)(2)(C)(i)(II) for plan years 
beginning after calendar year 2016. This percentage is used 
to determine whether an individual is eligible for affordable 
employer-sponsored minimum essential coverage under I.R.C. 
§ 36B. The revenue procedure uses the methodology described 
in Section 4 of Rev. Proc. 2014-37, 2014-2 C.B. 363, to index 
the Applicable Percentage Table and the I.R.C. § 36B required 
contribution percentage for the 2016 year.  Rev. Proc. 2014-37 
provides indexing adjustments for these amounts for the 2016 
year. The revenue procedure cross-references the required 
contribution percentage under I.R.C. § 5000A(e)(1)(A) for plan 
years beginning after calendar year 2016, as determined under 
guidance issued by the Department of Health and Human Services. 
This percentage is used to determine whether an individual is 
eligible for an exemption from the individual shared responsibility 
payment because of a lack of affordable minimum essential 
coverage.  For taxable years beginning in 2017, the Applicable 
Percentage Table for purposes of I.R.C. § 36B(b)(3)(A)(i) and 
Treas. Reg. § 1.36B-3T(g) is:
Household income percentage
of Federal poverty line: Initial percentage Final percentage
Less than 133% 2.04% 2.04% 
At least 133% but less than 150% 3.06% 4.08% 
At least 150% but less than 200% 4.08% 6.43% 
At least 200% but less than 250% 6.43% 8.21% 
At least 250% but less than 300% 8.21% 9.69%
At least 300% but not more than 400% 9.69% 9.69%
For plan years beginning in 2017, the required contribution 
percentage for purposes of I.R.C. § 36B(c)(2)(C)(i)(II) and 
Treas. Reg. § 1.36B-2T(c)(3)(v)(C) is 9.69%.  In the 2017 
Benefit and Payment Parameters, 81 Fed. Reg. 12203 (March 
8, 2016), for plan years beginning in 2017, the Department of 
Health and Human Services (HHS) announced that the I.R.C. § 
5000A required contribution percentage for purposes of I.R.C. 
§ 5000A(e)(1)(A) and Treas. Reg. § 1.5000A-3(e)(2) is 8.16%. 
See 79 Fed. Reg. 30239 (May 27, 2014), for further information 
on the computation methodology and publication approach for 
the I.R.C. § 5000A required contribution percentage. Rev. Proc. 
2016-24, I.R.B. 2016-16.
 Some taxpayers will be receiving an IRS letter about the 
premium tax credit; this letter is also known as a 12C letter. 
Taxpayers should be sure to read the letter carefully and respond 
timely. Why am I getting this letter? The IRS sent the taxpayer 
this letter because the Marketplace notified the IRS that they made 
advance payments of the premium tax credit on the taxpayer’s 
behalf to the family’s insurance company last year. The taxpayer 
also received this letter because, when the taxpayer filed the 
individual 2015 tax return, the taxpayer did not reconcile the 
advance payments of the premium tax credit. To reconcile, 
taxpayers use Form 8962, Premium Tax Credit, to compare the 
advance payments with the amount of the credit. Filing a tax return 
without including Form 8962 will delay any refund and prevent 
the taxpayer from receiving advance credit payments in future 
years. What do I need to do now? Taxpayers must respond to the 
letter, even if they disagree with the information in it. If a taxpayer 
disagrees, the taxpayer should send the IRS a letter explaining 
what the taxpayer thinks is in error. If a taxpayer received this letter 
but did not enroll in health insurance through the Marketplace, 
the taxpayer must let the IRS know. The letter outlines the 
information the taxpayer should provide in the response, which 
includes: (1) a copy of the Form 1095-A, Health Insurance 
Marketplace Statement, that the Marketplace sent earlier this 
year, (2) a completed Form 8962, and (3) the second page of the 
taxpayer’s tax return, which includes the “Tax and Credits” and 
“Payments” sections, showing the necessary corrections and the 
taxpayer’s signature. The taxpayer must complete either the line 
for “excess advance premium tax credit repayment” or the line for 
“net premium tax credit.” If the taxpayer originally filed a Form 
1040EZ tax return, the taxpayer must transfer the information 
from the Form 1040EZ to a Form 1040A and include it with the 
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response to the 12C letter. IRS Health Care Tax Tip 2016-43.
 HOBBY LOSSES. The taxpayer engaged in racehorse 
breeding and racing activities. The Tax Court held that the 
taxpayer engaged in the activity with an intent to make a profit 
for two of the four years involved because (1) the activity was 
carried on in a businesslike manner because the taxpayer made 
significant changes in the operation under the advice of experts 
and used cost-saving and income-expanding efforts to increase 
profits and decrease losses; (2) the taxpayer sought the advice 
of experts in all aspects of the activity and gained significant 
personal knowledge of the industry; (3) the taxpayer invested 
significant amounts of personal time and effort in the activity; (4) 
the taxpayer had reasonable expectations of appreciation in the 
value of the horses and facilities involved; (5) the taxpayer had 
been successful in several other businesses built from scratch; 
(6) the losses were the result of events beyond the taxpayer’s 
control, including loss of horses from lightning strikes; and (7) 
the taxpayer did not receive much personal pleasure or recreation 
of the activity. The Tax Court held that the first two years of 
the activity were not carried on with the intent to make a profit 
primarily because the taxpayer did not make any significant 
changes in the operation and had not yet hired experts to guide 
the business. On appeal the appellate court reversed on issue of 
the first two years, holding that the first two years amounted to 
a start-up period when the taxpayer invested in additional land 
and improvements to the facilities. Although the first two years 
had substantial losses, the court held the taxpayer consistently 
demonstrated an intent to eventually obtain a profit from the 
activities.  Roberts v. Comm’r, 2016-1 Tax Cas. (CCH) ¶ 50,260 
(7th Cir. 2016), rev’g, T.C. Memo. 2014-74.
 The taxpayer was employed full time during 2011 and also 
owned a hair braiding business. The business was started in 2009 
soon after the taxpayer emigrated from Africa where the taxpayer 
had learned the hair braiding skill. The business was operated 
in a small booth in a shopping mall during the evenings and 
weekends. The business revenues began to decrease during the 
financial crisis of 2008-2010, and the business never produced a 
profit. The taxpayer maintained separate records and accounts of 
the business expenses and income and made several attempts to 
increase the number of customers by various marketing methods. 
The court did not discuss facts under the nine factors of Treas. 
Reg. § 1.183-2(b) but found that all but one of the factors either 
positive or neutral on the issue of intent to make a profit. The 
only factor found to be negative was the failure of the business to 
ever obtain a profit. The court held that the taxpayer operated the 
business with the intent to make a profit. However, several items 
of expense deductions were disallowed for lack of substantiation. 
Delia v. Comm’r, T.C. Memo. 2016-71.
 INSTALLMENT REPORTING. The taxpayers had sold 
stock in a corporation using an installment sale. The taxpayers 
used a tax return preparer who created two returns, one using the 
installment method of reporting the gain and one electing out of 
the installment method. Although the taxpayers told the return 
preparer to use the return electing out of the installment method, 
the return preparer timely filed the return using the installment 
method. The taxpayers included a payment of the higher amount 
of taxes with the return and learned about the error only when 
they received a refund of the overpayment. The IRS granted the 
taxpayers an extension of time to file an amended return electing 
out of the installment method of reporting the gain from the sale 
of the stock. Ltr. Rul. 201616004, Jan. 15, 2016.
 NET OPERATING LOSSES. I.R.C. § 172(b)(3) allows a 
taxpayer to elect to carry forward net operating losses instead of 
carrying the losses to prior tax years. The taxpayer failed to make 
the I.R.C. § 172(b)(3) by the due date, including extensions, of 
a tax return. In a Chief Counsel Advice letter the IRS first noted 
that the election in I.R.C. § 172(b)(3) is a statutory election, 
and Treas. Reg. § 301.9100-2(b) grants an automatic six month 
extension of time to make a statutory or regulatory election if the 
due date of the election is the due date of the return or the due 
date of the return including extensions, provided the taxpayer 
timely filed its return for the year the election should have been 
made and the taxpayer takes corrective action within that 6-month 
period. In this case, the election could not be made by a timely 
filed return; therefore, the IRS ruled that no further extension of 
time could be granted to make the election. The IRS further ruled 
that an extension could not be granted by private letter ruling 
because the election is a statutory election. The IRS noted that 
the NOLs could still be carried back to prior tax years on timely 
filed amended returns for those prior tax years. CCA 201616009, 
March 14, 2016.
 PARTNERSHIPS
  DISTRIBUTIVE SHARE. The taxpayer had started a gossip 
blog on the internet which eventually attracted an investor. The 
taxpayer became a 41 percent limited partner in the partnership. 
The partnership did not generate any income for the taxpayer 
and the taxpayer signed an employment contract with another 
company owned by the general partner under which the taxpayer 
was compensated for editing and managing the blog. For 2011 the 
taxpayer timely filed an income tax return which did not include 
any income or loss from the partnership. The taxpayer testified 
that no Form K-1 was issued by the partnership to the taxpayer. 
The partnership filed its 2011 return untimely in September 2012. 
The 2011 partnership return listed income of $61,992 and the 
taxpayer’s share of $25,417. The taxpayer did not receive any 
distribution from the partnership for 2011 and learned about the 
income only during an audit of the taxpayer’s 2011 return. The 
court held that the taxpayer’s 41 percent share of the partnership 
income was taxable income to the taxpayer. The court noted 
that the failure of the partnership to issue a timely Form K-1 to 
the taxpayer did not relieve the taxpayer of tax liability on the 
taxpayer’s share of the partnership income. Lamas-Richie v. 
Comm’r, T.C. Memo. 2016-63.
 PENALTIES. The IRS has published information about late 
filing and payment penalties. Two penalties may apply. One 
penalty is for filing late and one is for paying late. They can add 
up fast. Interest accrues on top of the penalties. Penalty for late 
filing. If a taxpayer files a 2015 tax return more than 60 days 
after the due date or extended due date, the minimum penalty 
is $205 or, if less than $205, 100 percent of the unpaid tax. 
Otherwise, the penalty can be as much as 5 percent of the unpaid 
taxes each month up to a maximum of 25 percent.  Penalty for 
late payment. The penalty is generally 0.5 percent of the unpaid 
taxes per month. It can build up to as much as 25 percent of the 
there was no evidence of loan terms to create a bona fide loan. 
The court also held that the payments were not gifts because (1) 
payments made in addition to compensation were presumed to 
be part of the compensation and (2) the diminished capacity of 
the decedent gave rise to the taxpayer’s undue influence over the 
decedent. The court noted that the issue of the effect of undue 
influence on the existence of a gift was a matter of state law. 
Under California law, the actions of the taxpayer in relation to the 
diminished capacity of the decedent constituted undue influence 
over the decedent’s financial affairs. Therefore, the court held that 
the payments were self-employment income to the taxpayer as 
part of the compensation paid for the caregiver services. Alhadi 
v. Comm’r, T.C. Memo. 2016-74.
 TAX RETuRN PREPARERS. The defendant solely owned 
and operated several stores in several states that prepared federal 
tax returns for compensation. Although most of the returns were 
prepared and filed by employees, the defendant also prepared and 
filed many returns.  The court found that many of these returns 
contained fraudulent tax claims, primarily for excessive earned 
income tax credit. The IRS sought disgorgement of the amounts 
earned by the defendant through the fraudulent returns. The 
IRS represented a sample of 230 returns from one year and one 
location out of over 3600 returns for that location in one year and 
over 13,000 total returns filed by all the companies in all three tax 
years. The court noted that even this sample contained 115 non-
fraudulent returns. Thus, the court held that the IRS had failed 
to prove a reasonable approximation of the amount fraudulently 
obtained by the defendant and the companies. In addition, because 
the IRS did not include the companies as defendants, the fraudulent 
earnings of the companies could not be included in the reasonable 
approximation of the  appropriate disgorgement amount. Therefore, 
the court did not order payment by the defendant of any amounts 
earned by the fraudulent returns. united States v. Mesadieu, 
2016-1 u.S. Tax Cas. (CCH) ¶ 50,257 (M.D. Fla. 2016).
AGRICuLTuRAL TAX 
SEMINARS
by Neil E. Harl
Due to serious family medical issues, Dr. Harl has had 
to cancel at least the first three seminars previously 
announced. Although Dr. Harl may need to cancel the 
remaining seminars, except Ames, IA, here are the 
tentative cities and dates for the seminars in 2016 at 
this time:
  August 24-25, 2016 - Quality Inn, Ames, IA
  September 15-16, 2016 - Ramkota Hotel, Sioux Falls, SD
  September 22-23, 2016 - Holiday Inn, Rock Island, IL
  October 11-12, 2016 - Atrium Hotel, Hutchinson, KS
More information will be posted on
www.agrilawpress.com.
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unpaid taxes. Combined penalty per month. If both the late filing 
and late payment penalties apply, the maximum amount charged 
for the two penalties is 5 percent per month. Taxpayers should file 
even if they cannot pay. Filing on time and paying as much as the 
taxpayer can will keep the interest and penalties to a minimum. If 
a taxpayer cannot pay in full, getting a loan or paying by debit or 
credit card may be less expensive than owing the IRS. If a taxpayer 
does owe the IRS, the sooner the taxpayer pays the bill the less will 
be owed in total. Payment Options. Taxpayers should explore the 
payment options at IRS.gov/payments. For individuals, IRS Direct 
Pay is a fast and free way to pay directly from a checking or savings 
account. The IRS will work with taxpayers to help resolve tax debts. 
Most people can set up a payment plan using the Online Payment 
Agreement tool on IRS.gov. Late payment penalty may not apply. 
If a taxpayer requested an extension of time to file the income tax 
return by the tax due date and paid at least 90 percent of the taxes 
owed, the taxpayer may not face a failure-to-pay penalty. However, 
taxpayers must pay the remaining balance by the extended due date. 
Taxpayers will still owe interest on any taxes paid after the April 
18, 2016 due date. IRS Tax Tip 2016-66.
 PENSION PLANS. For plans beginning in April 2016 for 
purposes of determining the full funding limitation under I.R.C. § 
412(c)(7), the 30-year Treasury securities annual interest rate for 
this period is 2.86 percent. The 30-year Treasury weighted average 
is 3.08 percent, and the 90 percent to 105 percent permissible range 
is 2.77 percent to 3.23 percent. The 24-month average corporate 
bond segment rates for April 2016, without adjustment by the 25-
year average segment rates are: 1.47 percent for the first segment; 
3.92 percent for the second segment; and 4.92 percent for the third 
segment. The 24-month average corporate bond segment rates for 
April 2016, taking into account the 25-year average segment rates, 
are: 4.43 percent for the first segment; 5.91 percent for the second 
segment; and 6.65 percent for the third segment.  Notice 2016-29, 
I.R.B. 2016-17.
SAFE HARBOR IN TEREST RATES
May 2016
 Annual Semi-annual Quarterly Monthly
Short-term
AFR 0.67 0.67 0.67 0.67
110 percent AFR 0.74 0.74 0.74 0.74
120 percent AFR 0.80 0.80 0.80 0.80
Mid-term
AFR 1.43 1.42 1.42 1.42
110 percent AFR  1.57 1.56 1.56 1.55
120 percent AFR 1.71 1.70 1.70 1.69
Long-term
AFR 2.24 2.23 2.22 2.22
110 percent AFR  2.47 2.45 2.44 2.44
120 percent AFR  2.70 2.68 2.67 2.67
Rev. Rul. 2016-11, I.R.B. 2016-19.
 SELF-EMPLOYMENT. The taxpayer was self-employed 
as an in-home caregiver for the decedent during 2007 and 2008. 
The evidence showed that the taxpayer preyed on the decedent’s 
mental and physical incapacities to convince the decedent to 
give the taxpayer over $1 million, far in excess of the normal 
compensation as caregiver. The taxpayer did not report any of the 
payments, claiming that they were gifts or loans. The court held that 
the payments were not loans because there was no debtor-creditor 
relationship established between the taxpayer and decedent and 
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